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RAFI Indices Methodology Change Announcement 
Following a recent market consultation, RAFI Indices would like to announce the following 
methodology changes, effective 2/10/2021. Should you have any questions regarding this 
announcement, please contact indexsupport@rafi.com.   

Changes to Index Methodology 
Incorporation of Intangibles into Book Value and Cash Flow Fundamental Measures 

From: 
2.4 Fundamental Weights 
Fundamental weights are calculated using four accounting measures from company 
financial statements: 

1. Adjusted sales are calculated as company sales averaged over the past five years 
multiplied by the ratio of average equity to average assets. 
 

2. Cash flow is the company operating cash flow averaged over the past five years. 
 

3. Dividend plus buybacks are calculated using the average dividends paid and share 
buybacks over the past five years. 
 

4. Book value is the most recent company book value. 

To: 
2.4 Fundamental Weights 
Fundamental weights are calculated using four accounting measures from company 
financial statements: 
1. Adjusted sales is calculated as company sales multiplied by company equity to 

assets ratio averaged over the past five years. 
 

2. Cash flow is calculated as company operating cash flow averaged over the past five 
years plus company R&D expenses averaged over the past five years. 
 

3. Dividend plus buybacks are calculated using the average dividends paid and share 
buybacks over the past five years. 
 

4. Book value plus intangibles is calculated as the most recent company book value 
plus research capital, with research capital defined as the accumulation of 
depreciated R&D expenses over the past 6 years. 

Rationale for Methodology Change: 
The increase in intangible assets over the past 30 years has prompted RAFI Indices to 
include intangible assets in the calculation of the book value and operating cash flow 
fundamental measures. 
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For the market in general, book value misses roughly half of the average company’s 
capital today. Including intangible assets will provide a better picture of a company’s 
overall fundamental size. 

Change of Rebalance Date 
From: 
Last business day of March, June, September and third Friday of December. 
To: 
Third Friday of March, June, September and December. 

Change of Selection Date 
 From: 

“Selection Day” is the last business day of February, May, August, and the third Friday of 
November where the Index Sponsor provides the new constituents and weights of the 
Index. 
To: 
“Selection Day” is the second Friday of February, May, August and November where the 
Index Sponsor provides the new constituents and weights of the Index. 

Rationale for Methodology Change: 
Moving the rebalancing from the last business day of every 3rd Month of each quarter to 
the 3rd Friday of every 3rd Month of each quarter would provide greater liquidity during 
the rebalancing process. The 3rd Friday of every 3rd Month of each quarter, referred to 
as “triple witching day”, generally has much higher volume/liquidity than month ends due 
to the simultaneous expiration of Stock Options, Stock Index Futures, Stock Index 
Options. The selection day will also move from last business day of February, May, 
August, and November to 2nd Friday of February, May, August, and November as a 
result. 

RAFI Indices Starting Universe Size Classification: 
From: 
1. Aggregate companies into 6 regions (Japan, UK, US, Developed Europe ex-UK, 

Other Developed and Emerging Markets) based on country classification. 
 

2. Large/Mid Company Classification: T0p 86% of companies by cumulative 
fundamental weight within each region. 

 

3. Small Company Classification: Companies ranked between 86% - 98% by 
cumulative fundamental weight within each region. 

To: 
1. Large/Mid Company Classification: Top 86% of companies by cumulative 

fundamental weight within each country. 
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2. Small Company Classification: Companies ranked between 86% - 98% by 
cumulative fundamental weight within each country. 

 

3. Aggregate companies into 6 regions (Japan, UK, US, Developed Europe ex-UK, 
Other Developed and Emerging Markets) based on country classification. 

Rationale for Methodology Change: 
Selecting companies within country instead of within region for the purposes of size 
classification will reduce size bias within region and create a broader starting universe. 

Affected Indices: 

 

 

 

RAFI Fundamental Index Series Total Return Price Return Net Return 
RAFI Fundamental Global Index RAFIGLBT RAFIGLBP RAFIGLBN
RAFI Fundamental Developed Index RAFIDEVT RAFIDEVP RAFIDEVN
RAFI Fundamental Developed Index (EUR) NA RAFIDVEP RAFIDVEN
RAFI Fundamental Developed Small Company Index RAFIDVST RAFIDVSP RAFIDVSN
RAFI Fundamental Developed ex US Index RAFIDXUT RAFIDXUP RAFIDXUN
RAFI Fundamental Developed Asia Pacific Index RAFIDAPT RAFIDAPP RAFIDAPN
RAFI Fundamental Europe Index RAFIEURT RAFIEURP RAFIEURN
RAFI Fundamental Europe Index (USD) NA NA RAFIEUNU
RAFI Fundamental Emerging Markets Index RAFIEMT RAFIEMP RAFIEMN
RAFI Fundamental US Index RAFIUST RAFIUSP RAFIUSN
RAFI Fundamental US Small Company Index RAFIUSST RAFIUSSP RAFIUSSN
RAFI Fundamental UK All Company Index RAFIUKAT RAFIUKAP RAFIUKAN
RAFI Fundamental Australia 200 Index RAFIAULT RAFIAULP RAFIAULN
RAFI Fundamental Australia Small Company Index RAFIAUST RAFIAUSP RAFIAUSN
RAFI ESG Index Series Total Return Price Return Net Return 
RAFI ESG Developed Index RAESGDVT RAESGDVP RAESGDVN
RAFI ESG Developed Index (EUR) N/A RAESGDPE RAESGDNE
RAFI ESG Developed Index NTR EUR Hedged N/A N/A RAESGDVH
RAFI ESG Europe Index RAESGEUT RAESGEUP RAESGEUN
RAFI ESG US Index RAESGUST RAESGUSP RAESGUSN
RAFI Diversity & Governance Index Series Total Return Price Return Net Return 
RAFI Diversity & Governance Developed Index RADGDEVT RADGDEVP RADGDEVN
RAFI Diversity & Governance Europe Index RADGEURT RADGEURP RADGEURN
RAFI Diversity & Governance US Index RADGUST RADGUSP RADGUSN
RAFI Multi-Factor Climate Transition Index Series Total Return Price Return Net Return 
RAFI Multi-Factor Climate Transition Developed Index RAMFCTDT RAMFCTDP RAMFCTDN
RAFI Multi-Factor Index Series Total Return Price Return Net Return 
RAFI Dynamic Multi-Factor Global Index RADMFGLT RADMFGLP RADMFGLN
RAFI Multi-Factor Global Index RAQMFGLT RAQMFGLP RAQMFGLN
RAFI Multi-Factor Global Index (AUD) N/A N/A RAMGNAUD
RAFI Multi-Factor Global Index NTR AUD Hedged N/A N/A RAMGADHN
RAFI Multi-Factor Global ex Switzerland Index RAMFGXST RAMFGXSP RAMFGXSN
RAFI Dynamic Multi-Factor Developed Index RADMFDLT RADMFDLP RADMFDLN
RAFI Dynamic Multi-Factor Developed Index (GBP) N/A N/A RADMFDNG
RAFI Dynamic Multi-Factor Developed Index (EUR) N/A N/A RADMFDNE
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Important Information 
By accepting this document you agree to keep its contents confidential. You also agree not to disclose the contents of this document 
to third parties (including potential co-investors) without the prior written permission of RAFI Indices, LLC (including its related 
entities). 
 
The material contained in this document is for information purposes only. This material is not intended as an offer or solicitation for 
the purchase or sale of any security or financial instrument, nor is it advice or a recommendation to enter into any transaction. Any 
offer to sell or a solicitation of an offer to buy or sell shall be made solely by the legally permitted entity registered or licensed with 
the applicable regulator(s) and only to qualified investors through a regulatory registration statement or subject to an applicable 
exemption and disclosure document such as a private placement memorandum for pooled investment vehicles, or investment 
management agreement for separately managed accounts. The information contained herein may be opinions, which are subject to 
change, at any time, and should not be construed as financial or investment advice on any subject matter. RAFI Indices, LLC and its 
related entities do not warrant the accuracy of the information provided herein, either expressed or implied, for any particular 
purpose.  
 
Certain performance information presented represents simulated performance.  Hypothetical investor accounts depicted are not 
representative of actual client accounts. Certain performance information presented represents performance based on combined 
simulated index data (pre-index launch) and live index data (post-index launch). Indexes are unmanaged and cannot be invested in 
directly. Past simulated performance is no guarantee of future performance and does not represent actual performance of an 
investment product based on the index. No allowance has been made for trading costs, management fees, or other costs 
associated with asset management, as the information provided relates only to the index itself. Actual investment results may differ.  
As such, the simulated data may have under-or over-compensated for the impact, if any of certain market factors.  Simulated returns 
may not reflect the impact that material economic and market factors might have had on the advisor's decision making if the advisor 
were actually managing clients' money.  Simulated data is subject to the fact that it is designed with the benefit of hindsight.  
Simulated returns carry the risk that the performance depicted is not due to successful predictive modeling.  Simulated returns 
cannot predict how an investment strategy will perform in the future.  Simulated returns should not be considered indicative of the 

RAFI Multi-Factor Index Series (cont.) Total Return Price Return Net Return 
RAFI Multi-Factor Developed Index RAQMFDLT RAQMFDLP RAQMFDLN
RAFI Multi-Factor Developed Index (GBP) N/A N/A RAMDNGBP
RAFI Multi-Factor Developed GBP Hedged Index NTR N/A N/A RAMDGBPH
RAFI Multi-Factor Developed Index (EUR) N/A RAMDPEUR RAMDNEUR
RAFI Multi-Factor ex Low Volatility Developed Index N/A N/A RAMDXLVN
RAFI Multi-Factor Value Focus ex Quality Developed Index (GBP) RMFVXQDT RMFVXQDP RMFVXQDN
RAFI Low Volatility Factor Developed Index RADMFLDT RADMFDLV RADMFLDN
RAFI Size Factor Developed Index RADMFDST RADMFDS RADMFDSN
RAFI Dynamic Multi-Factor Developed ex US Index RADMFXUT RADMFXUP RADMFXNT
RAFI Dynamic Multi-Factor Developed ex US Americas Index RADMXNAT N/A N/A
RAFI Dynamic Multi-Factor Developed ex US Europe and Israel Index RADMXEIT N/A N/A
RAFI Dynamic Multi-Factor Developed ex US APAC Index RADMXAPT N/A N/A
RAFI Multi-Factor Developed ex US Index RAQMFXUT RAQMFXUP RAQMFXNT
RAFI Value Factor Developed ex US Index RADMFXVT RADMFXUV RADMFXUN
RAFI Dynamic Multi Factor Europe Index RADMFEUT RADMFEUP RADMFEUN
RAFI Dynamic Multi Factor Europe Index (USD) N/A N/A RADMEUNU
RAFI Value Factor Developed Eurozone Fossil Fuels Capped Index N/A N/A N/A
RAFI Dynamic Multi-Factor US Index RADMFUST RADMFUSP  RADMFUNT
RAFI Dynamic Multi-Factor US Index (GBP) N/A N/A RADMFUNG
RAFI Dynamic Multi-Factor US Index (EUR) N/A N/A RADMFUNE
RAFI Multi-Factor US Index RAQMFUST RAQMFUSP RAQMFUNT
RAFI Value Factor US Index RADMFUVT RADMFUV RADMFUVN
RAFI Low Volatility Factor US Index RADMFULT RADMFULV RADMFULN
RAFI Dynamic Multi-Factor Emerging Markets Index RADMFEMT RADMFEMP RADMFENT
RAFI Dynamic Multi-Factor Emerging Markets Americas Index RADMELAT N/A N/A
RAFI Dynamic Multi-Factor Emerging Markets EMEA Index RADMEEMT N/A N/A
RAFI Dynamic Multi-Factor Emerging Markets APAC Index RADMEAPT N/A N/A
RAFI Dynamic Multi-Factor Emerging Markets Index (GBP) N/A N/A RADMFENG
RAFI Dynamic Multi-Factor Emerging Markets Index (EUR) N/A N/A RADMFENE
RAFI Multi-Factor Emerging Markets Index RAQMFEMT RAQMFEMP RAQMFENT
RAFI Multi-Factor ex Momentum Emerging Markets Index RAMFEXMT RAMFEXMP RAMFEXMN
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skill of the advisor.  Investors may experience loss. Any information and data pertaining to an index contained in this document 
relate only to the index itself and not to any asset management product based on the index.  
 
RAFI Indices, LLC, its affiliates, agents, and each of their respective officers, directors, employees, agents, representatives and 
licensors (collectively “RI”) does not make any warranties, express or implied, to anyone regarding the information provided herein, 
including, without limitation, any warranties with respect to the timeliness, sequence, accuracy, completeness, currentness, 
merchantability, quality or fitness for a particular purpose or any warranties as to the results to be obtained by any third-party in 
connection with the use of the information.  Nothing contained in this material is intended to constitute legal, tax, securities or 
investment advice, nor an opinion regarding the appropriateness of any investment, nor a solicitation of any type. The general 
information contained in this material should not be acted upon without obtaining specific legal, tax and investment advice from a 
licensed professional. Investors should be aware of the risks associated with data sources and quantitative processes used to 
create the content contained herein or the investment management process. Errors may exist in data acquired from third party 
vendors, the construction or coding of indices or model portfolios, and the construction of the spreadsheets, results or information 
provided.  RI takes reasonable steps to eliminate or mitigate errors, and to identify data and process errors so as to minimize the 
potential impact of such errors, however RI cannot guarantee that such errors will not occur. Use of this material is conditioned 
upon, and evidence of, the user’s full release of RI from any liability or responsibility for any loss or damage, direct, indirect or 
consequential, arising from or related to (i) any inaccuracy or incompleteness in, errors or omissions in the information or (ii) any 
decision made or action taken by any third party in reliance upon the information. RI shall not be liable to anyone for loss of 
business revenues, lost profits or any indirect, consequential, special or similar damages whatsoever, whether in contract, tort or 
otherwise, even if advised of the possibility of such damages. 
 
Any applicable financial instruments are not sponsored, promoted, sold or supported in any other manner by RAFI Indices, LLC or 
Solactive AG nor does RAFI Indices, LLC or Solactive AG offer any express or implicit guarantee or assurance either with regard to 
the results of using the Index and/or Index trade mark or the Index Price at any time or in any other respect.  The Index is calculated 
and published by RAFI Indices, LLC and Solactive AG.  RAFI Indices, LLC and Solactive AG use their best efforts to ensure that the 
Index is calculated correctly.  Irrespective of their obligations towards Licensee, neither RAFI Indices, LLC nor Solactive AG has any 
obligation to point out errors in the Index to third parties including but not limited to Licensee, investors and/or financial 
intermediaries of the financial instrument.  Neither publication of the Index nor the licensing of the Index or Index trade mark for the 
purpose of use in connection with the financial instrument constitutes a recommendation by RAFI Indices, LLC or Solactive AG to 
invest capital in said financial instrument nor does it in any way represent an assurance or opinion of RAFI Indices, LLC or Solactive 
AG with regard to any investment in the financial instrument.    
 
The trademarks Fundamental Index™, RAFI™, Research Affiliates Equity™, RAE™, and the Research Affiliates™ trademark and 
corporate name and all related logos are the exclusive intellectual property of Research Affiliates, LLC and in some cases are 
registered trademarks in the U.S. and other countries. The RAFI trademark is used under license by RAFI Indices, LLC.  The RAFI 
Indices, LLC corporate name and all related logos are the exclusive intellectual property of RAFI Indices, LLC. 
 
Various features of the Fundamental Index™ methodology, including an accounting data-based non-capitalization data processing 
system and method for creating and weighting an index of securities, are protected by various patents, and patent-pending 
intellectual property of Research Affiliates, LLC. (See all applicable US Patents, Patent Publications, Patent Pending intellectual 
property and protected trademarks located at https://www.researchaffiliates.com/en_us/about-us/legal.html, which are fully 
incorporated herein.) Any use of these trademarks, logos, patented or patent pending methodologies without the prior written 
permission of Research Affiliates, LLC, is expressly prohibited. Research Affiliates, LLC, reserves the right to take any and all 
necessary action to preserve all of its rights, title, and interest in and to these marks, patents or pending patents. 
 
RAFI Indices, LLC is a wholly owned subsidiary of Research Affiliates Global Holdings, LLC and does not offer or provide 
investment advice or offer or sell any securities, commodities or derivative instruments or products. Any such business may only be 
conducted through registered or licensed entities and individuals permitted to do so within the respective jurisdiction and only in 
conjunction with the legally required disclosure documents and subject to the all legally required regulatory filings. 
 
RAFI Indices, LLC may engage in sales and marketing activities with your firm.  This includes making available information, 
education, and guidance materials, herein and otherwise, regarding certain investment advisory services and/or indices that are 
constructed, published, and licenses.   
 
It is not our intent to provide investment advice and accordingly, we will not receive any fees or other compensation directly from you 
for the provision of investment advice (as opposed to other services) in connection with any Transaction, unless contracted for or 
permissioned to do so.  Without an express written objection from you, we will deem that these acknowledgments and 
representations apply. 
 
© 2021 RAFI Indices, LLC. All rights reserved. Duplication or dissemination prohibited without prior written permission. 
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